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CORPORATE PROFILE 


The Cape Breton Development Corporation was 
formed by an Act of Parliament in 1967 and is 
wholly owned by the Government of Canada. 
Located in Cape Breton Island, Nova Scotia, this 
Crown Corporation was originally structured with 
two divisions: the Coal Division and the Industrial 
Development Division. In 1987 the Government of 
Canada announced that the activities of the In- 
dustrial Development Division would continue un- 
der a newly-formed Crown agency, Enterprise Cape 
Breton Corporation. The required legislation to 
provide for this transition became effective on 
December 1, 1988. 


The remaining Coal Division now constitutes Cape 
Breton Development Corporation, the largest coal 
producer in Eastern Canada. With approximately 
2980 employees, it also is one of the largest in- 
dustrial employers in Atlantic Canada. The Cor- 
poration operates three collieries and fully inte- 
grated support facilities for the preparation and 
local transportation of coal. Sales are made to 
Canadian and international markets. Assets at 
March 31, 1990 totalled $475 million, Coal sales 
for 1989/90 were 3.7 million tonnes, yielding reve- 
nues of $233 million. 


Corporate Mission 


The Cape Breton Development Corporation is in 
business to be a dependable supplier of quality 
coal and related energy products by operating a 
safe, commercially viable corporation which will 
provide a positive working environment through 
efficient and effective utilization of human, physi- 
cal and technical resources. Supreme will be our 
regard for the protection of the physical environ- 
ment, the interests of the shareholder, the em- 
ployees, the community, and the long-term eco- 
nomic good of Cape Breton. 


Highlights — 1989/1990 


IAM signed 39-month contract expiring March 
31, 1992. 

UMW, CUPE and CBRT all sign four-year agree- 
ments expiring December 1992. 

Annual deficit cut by $20 million despite 
impact of strike at start of fiscal year. 

Required funding from Ottawa $24 million rather 
than the available $32 million, making it the 
lowest funding required in fifteen years. 
Overall spending well below budget - admin- 
istrative expenses reduced by over $3 million. 
Engineering Services consolidated under V.P. 


Operations. 

Prince production - highest in history. 
Reduction in lost time injuries. 
Appointment of Vice-President, Environment. 


1990-06-25 


Hon. Tom Hockin, P.C. M.P. 
Minister of State 

(Small Businesses & Tourism) 
235 Queen Street 

Ottawa, Ontario 

K1A OH5 


Dear Mr. Minister: 


On behalf of the Board of Directors, | am 
pleased to present the Cape Breton Devel- 
opment Corporation’s Annual Report for the 
fiscal year ended March 31, 1990. 


This Annual Report is submitted in accor- 
dance with the provisions of the Financial 
Administration Act and the Cape Breton De- 
velopment Corporation Act. The Report in- 
cludes the annual financial statements, to- 
gether with the Auditor's report therein. 


Sincerely, 


See 


John E. Terry, P.Eng. 
Chairman of the Board 


REPORT OF THE 
PRESIDENT AND CHIEF 
EXECUTIVE OFFICER 


The 1989/90 fiscal year was a pivotal one 
for Cape Breton Development Corpora- 
tion (CBDC). As the year began, we faced 
numerous challenges, some of such se- 
verity that I’m sure many of us wondered 
about the Corporation’s long-term viabil- 
ity. However, I’m pleased and proud to 
report that our organization has responded 
magnificently to these challenges. Over 
the past 12 months we have made tre- 
mendous strides toward securing the fu- 
ture of CBDC and providing meaningful 
jobs and opportunities for Cape Breton- 
ers. This doesn’t mean that we are out of 
the woods. Much remains to be done 
but we are on the right path and there is 
a bright glimmer of light through the trees. 


Of importance in 1989/90 was positive fi- 
nancial progress. Despite the strike which 
affected production early in our fiscal year 
and the operational problems at Lingan 
and Phalen Collieries, our loss is signifi- 
cantly less than for 1988/89. The improve- 
ment came at a time when the Federal 
Government, fighting a growing deficit 
problem, made it clear that the deep, open 
pockets of Ottawa were going to be shal- 
lower and tighter. Yet, even though we 
faced a reduced loss, it was necessary to 
continue and expand the expense-reduc- 
tion steps begun in 1988/89. Capital proj- 
ects were also scrutinized carefully with a 
view to either deferring or cancelling ex- 
penditures depending on the project’s im- 
portance. In a further step we began work- 
ing more closely with suppliers to keep 
our expenses in line and improve efficiency. 
These and other moves have helped us 
Stay within the funding restrictions. More 
information on the financial picture can 
be found in the financial summary accom- 
panying the financial statements. 


With respect to capital expenditures, it is 
noteworthy that, despite cutbacks, we have 
retained our ability to undertake a num- 
ber of major endeavours. Among these 
is the start of conversion of the Lingan 
Colliery to retreat mining, a move which 
has been approved by Ottawa, subject to 
some very stringent but attainable targets. 


Of vital importance last year was the suc- 
cessful completion of negotiations with 
employee bargaining units. For the first 
time in the Corporation’s history contracts 
were negotiated covering four-year peri- 
ods. As a result, CBDC now has long- 
term knowledge of a major segment of its 
cost structure. This information has al- 
lowed us to develop a more meaningful 
five-year corporate plan. One of the chief 
benefits of such a plan is that it helps 
identify future capital needs and enables 
us to concentrate on ways and means of 
generating sufficient funds to meet those 
needs. The first full year of the plan will 
be 1990/91. 


Another important benefit from the five- 
year corporate plan will be an increased 
ability to respond realistically to rising 
competitive pressures in the market for 
coal. Tough competition is a good news, 
bad news situation. It is good news in 
the sense that it sharpens our wits and 
reduces any tendency to be complacent. 
It is bad news because we are not going 
to be able to rely on our traditional mar- 
kets. For example, the proposed Westray 
Mine in Pictou County will be competing 
for a share of the Nova Scotia Power Cor- 
poration market. If we are to retain our 
fair share of that market, we must begin 
to prepare now. 


The coming year will present some seri- 
ous Challenges including our ability to meet 
financial goals as we face a very volatile 


coal sales market which is subject to many 
outside influences. Nonetheless, a sub- 
stantial, consistent improvement in pro- 
duction, especially at the Lingan and Ph- 
alen Collieries, and a continued high level 
of cost-consciousness throughout the Cor- 
poration is required before we enter the 
marketplace. The final ingredient must 
be a new level of dedication by all corpo- 
ration employees. 


As we speak of dedication in one breath, 
it is imperative that we mention our em- 
ployee absentee rate in another. Without 
question our present rate seriously con- 
Strains us from reaching our goals. At 15 
to 20 percent in some areas, it is a fester- 
ing problem and unacceptable for three 
major reasons: it is costly; it reduces the 
morale of those employees who regularly 
report to work; and it affects safe operat- 
ing procedures in the work place. Be- 
Cause a dedicated, safety-minded work 
force is the key to our future success, 
high absentee rates cannot be allowed to 
continue. Our goal for the coming year is 
a corporate absentee rate of less than 10 
percent and even lower for the year after. 


Another important constraint we must 
overcome is the present inability of Sydney 
Harbour to handle panamax carriers. We 
have made a number of representations 
to have Sydney Harbour dredged as 
quickly as possible to a depth which will 
allow us to load such carriers at our docks 
and | am hopeful about the outcome. 
However, dredging the harbour alone is 
not the complete answer, a considerable 
expenditure on our docks is also required. 
We expect to export approximately 2.0 mil- 
lion tonnes of coal per year to overseas 
markets over this decade. To meet that 
demand competitively, it is vital that we 
be able to load larger ships. 


Perhaps the paramount issue facing the 
Corporation today is the environment. We 
have appointed a Vice-President of Envi- 
ronment, who is meeting regularly with both 
levels of government to monitor our prog- 
ress on this “top of the mind” issue. No 
issue is more important to Canadians at 
this time and our leadership cannot be 
overstated. 


The 1989/90 fiscal year has been our first 
full year since we were separated from 
the Industrial Development Division. We 
now exist strictly as a coal company and | 
believe we have a lot going for us. We 
have, for example, at present rates of pro- 
duction and costs some 35 years of high- 
quality coal reserves. This places us in 
an enviable position, considering that we 
expect a continuing, long-term demand 
for coal around the world. Coal remains 
the world’s most abundant energy source 
and new technology will make it one of 
the planet’s most environmentally accept- 
able fuels, especially for electric power 
generation. CBDC, with other members 
of the Canadian coal industry, is commit- 
ted and involved in the development of 
such technology. 


We have made it through a difficult year 
and grown because of it. Our workforce, 
from mine face to management, is experi- 
enced, resilient and ready to take advan- 
tage of the opportunities before us. We 
are now positioned to forge Cape Breton 
Development Corporation into a winning 
self-reliant competitor. To speed that proc- 
ess toward an early success will require 
the commitment, the trust and the co-op- 
eration of everyone within CBDC. 


Submitted on behalf of the Board of Di- 
rectors. 


i ' ee 
gee 


President & Chief Executive Officer 


THE YEAR IN REVIEW 
SYNOPSIS 


Saleable coal production for 1989/90 to- 
talled nearly 3.5 million metric tonnes, up 
19 percent over the previous fiscal pe- 
riod. The improvement was totally attrib- 
utable to a 55 percent jump in production 
from the Prince Colliery. Coal from Prince 
is shipped directly to Nova Scotia Power 
Corporation. Production at Lingan and 
Phalen dropped three percent and six 
percent, respectively. Total colliery out- 
put in each case would likely have ex- 
ceeded 1988/89 had it not been for the 
railway union strike early in the year and 
water inflow problems at both Phalen and 
Lingan. 


Coal sales reached record levels and as 
a result inventories were substantially re- 
duced. The reason for increased sales 
was the continued success in efforts to 
open new offshore markets. 


A number of significant operating and 
human resources problems were resolved 
over the period. The Corporation’s vari- 
Ous operating units are now more appro- 
priately positioned to face future chal- 
lenges. These and other subjects are dis- 
cussed in the following report which looks 
at mining, surface operations and the con- 
tributions of corporate departments. 


OPERATIONS 


Lingan Colliery 


Production from Lingan for 1989/90 was 
1.1 million run-of-mine tonnes, a three per- 
cent decline over the previous year and 
seven percent below budgeted levels. 
Cost per tonne of coal mined also in- 
creased and was the highest of the Cor- 
poration’s three collieries. 


On the positive side, a number of operat- 
ing problems were rectified and produc- 
tion improved substantially toward the end 
of the fiscal year. 


To reduce costs and make the mine com- 
mercially viable, a plan to convert Lingan 
to retreat mining was developed and ap- 
proved. The conversion project is ex- 
pected to be completed by 1992 at a cost 
of approximately $18.0 million. 


As a result of the flooding problem expe- 
rienced in the previous year, anew pump- 
ing station was installed. Other equip- 
ment additions included the successful 
installation of an underground booster fan. 


The emphasis placed on safely returned 
dividends last year with a reduction in the 
accident frequency to 190 from 231, a drop 
of 18 percent. However, absenteeism 
remains a problem and continues to com- 
mand close attention. 


Employees were exposed to a variety of 
training programs to keep them updated 
on new methods and equipment. 


Phalen Colliery 


Phalen produced almost 1.3 million run- 
of-mine tonnes of coal during 1989/90, a 
drop of six percent over the previous year 
and 28 percent under budgeted levels. 
The reduced production was due to the 
railway employees strike and poor sys- 
tem availability that reduced development 
drivages. 


The colliery maintained its 3-Star safety 
rating for 1989/90 as accident statistics 
showed a noticeable improvement over 
the previous period. The frequency rate 
was 135 versus 175 for 1988/89 and was 
eight percent over the target rate. 


Absenteeism continued at unacceptable 
levels. To combat the problem an absen- 
tee control program was begun in June 
1989 but was only partially successful. 
However, it assisted in starting the docu- 
mentation process on all of Phalen’s poor 
attendees. Senior management held 
follow-up interviews with some 40 employ- 
ees whose attendance records were 
below standard. 


Employee training continues to pay divi- 
dends in less downtime, less waste and 
improved quality. About 80 percent of 
the workforce participated in training with 
14 different training manuals used. 


Prince Colliery 


Though limited by the railway workers 
strike during the first month of the fiscal 
year, Prince produced 1.5 million tonnes 
of run-of-mine coal during 1989/90. This 
was 55 percent higher than the previous 
year’s production and above budget by 
16 percent. 


Earlier steps to improve efficiency and 
reduce overtime through automation en- 
abled the colliery to keep mining costs 
per tonne 19% below budget. Prince is 
now the Corporation’s most cost-efficient 
colliery. 


Still further efficiency improvements are 
looked for with the installation of an auto- 
mated belt reeler and maintenance sta- 
tion on No. 8 West Bottom. The new 
installation will work in conjunction with a 
400 h.p. conveyor drive. At the startup of 
the wall, this was the longest single level 
belt conveyor ever operated within the 
Corporation. No. 7 West Wall belt con- 
veyor operated fully automated during the 
latter part of the wall retreat. 


Further development moves included the 
smooth transition from No. 7 to No. 8 West 
Wall with no major delays in output. As 
well, work started on the installation of a 
700 h.p. conveyor drive at the top of No. 
4 decline and preliminary planning work 
began on a new access tunnel for the 
colliery. 


Safety received close attention and Prince 
reduced its accident frequency rate by 
seven percent. For the second consecu- 
tive year the mine was awarded the Gold 
Shovel Award for the highest physical 
condition rating in the Corporation. 


The functional training program was im- 
plemented at the site and in 1989/90 on- 
site training was started. 


Surface Operations 


Victoria Junction Coal Preparation Plant 
processes colliery production into saleable 


product for shipment to customers. Out- 
put during 1989/90 reached 1.7 million 
tonnes compared to 1.9 million tonnes a 
year earlier. The drop reflected reduced 
production at Phalen and Lingan Collier- 
ies. At the Lifting and Banking Centre 
efforts to reduce costs were successful. 
Accident frequency at V.J. dropped from 
96 to 79 but did not achieve the projected 
level. 


Transportation, from the time the strike 
ended to the end of the fiscal year, hauled 
some 7.6 million tonnes, a gain of 19 per- 
cent over the previous year. At the Inter- 
national Pier 49 vessels were loaded with 
nearly 1.4 million tonnes. The gain repre- 
sents a new high for the Pier and was 
achieved despite a badly damaged load- 
ing boom which required several weeks 
to repair. 


A major goal of the Railway last year was 
to achieve a new standard of on-time de- 
liveries to customers. Related to this ob- 
jective was the development of a new rail 
traffic system and the testing of several 
options for unloading rail cars in winter 
conditions. 


Mine Engineering was reorganized in 1989/ 
90. It now provides the collieries and Vic- 
toria Junction services in geology, mine 
planning, ventilation, mechanization, draft- 
ing and property and surveying. 


Among the projects successfully under- 
taken was the completion of feasibility stud- 
ies for retreat mining at Lingan Colliery. 
As well, at Lingan, the “A” section was 
successfully re-entered and ventilated. 


At Prince, a preliminary plan was devel- 
oped for a tunnel to improve transporta- 
tion and ventilation. A series of boreholes 
were drilled at Phalen to determine the 
possibility of rock outbursts and aquifers 
above the Phalen seam. 


Turning to safety, Mine Engineering, to- 
gether with the Nova Scotia Department 
of Labour, organized the Provincial Mine 
Rescue Competition which was won by a 
team from Phalen. 


Central Shops operated below budget for 
1989/90 fiscal year. Despite a workforce 
reduction of 15 employees through retire- 
ment and transfers, it maintained a high 
level of services to its clients at Corpora- 
tion sites. Such services included fabri- 
cating, machine shop, fitting, electrical 
work, wood working and forge. 


Safety was improved _ significantly with 
accident frequency falling to 56 compared 
to 84 for the previous year, a drop of 33 
percent. Lost time accidents dropped 35 
percent, to 17 trom 26. 


Absenteeism averaged five to six percent 
for the year. 


Quality Control and Scales were merged 
into a single department in January 1990 
to provide the Corporation with one source 
of measurement of both quality and quan- 
tity. Coal quality is becoming equally im- 
portant with quantity due to increasing de- 
mands of the market. Thus, the amalga- 
mation is a natural one. 


The physical facilities required for improved 
quality measurement also were begun 
during 1989/90. A laboratory, new sample 
preparation building, new sink float facili- 
ties and an expanded oil test laboratory 
were near completion at the end of the 
fiscal year. Superior test equipment was 
installed to complement the expanded fa- 
cilities. In addition, a new automated au- 
ger sampling system at the Victoria Junc- 
tion dumper was nearing completion. _ It 
will provide accurate information on quali- 
ties of Lingan and Phalen production to 
aid the collieries and preparation plant in 
measuring their performance. 


Quantity measuring facilities also saw sig- 
nificant upgrading in 1989/90. Excellent 
progress was made on a Coal Automated 
Tracking System (CATS) which is due for 
completion by June 1990. As part of the 
system, new truck scales and a rail scale 
were installed while older scales were up- 
graded and automated. The system will 
provide automated weighing and billing 
of coal to customers plus more timely pro- 
duction reports and coal inventory levels 
for the Corporation’s internal use. 


CORPORATE DEPARTMENTS 


Engineering maintained its emphasis on 
an environmental protection program in 
1989/90. The Environmental Services 
Group in Engineering continued develop- 


ment of an ecological engineering proc- 
ess for treating acid drainage from waste 
dumps by biological processing methods. 
Reclamation of abandoned waste dumps 
was begun at the New Waterford Summit 
and Sydney Mines Princess waste dump 
sites; the biological process was initiated 
at the New Waterford site. 


To control direct emissions and improve 
housekeeping at the International Pier and 
the Lifting and Banking Centre (LBC) an 
environmental control vehicle was con- 
structed and put into service. Extensive 
ground water monitoring was carried out 
in the strata surrounding Victoria Junction 
and the tailings basin. As well, studies 
were begun on the most effective way to 
treat fine tailings and develop a new coarse 
waste pile. Studies also continued on dust 
generation factors for coal loading opera- 
tions at the Pier. The studies are in prepa- 
ration for a submission to the environ- 
mental control agencies to redefine oper- 
ating versus shut-down conditions. 


During the past year, Engineering assumed 
responsibility for administering capital 
spending. As a result a new Capital Pro- 
gram group was organized and new re- 
porting and control procedures were in- 
stituted. Although the group was not in 
operation until part way through the year, 
spending on the existing programs was 
managed to closely comply with the capi- 
tal expenditure budget. 


The new control program made increased 
use of Engineering Services in the prepa- 
ration of estimates and scope of work. 
Engineering Services also handled over 
450 engineering requests from various 
operating departments. These included: 
the speedy and efficient repair of the load- 
ing boom at the Pier when it was dam- 
aged last winter; the installation of a new 
water delivery system at Victoria Junction; 


and the installation of new truck scales at 
Lingan Colliery and the LBC. 


To help improve efficiency, the Industrial 
Engineering group developed simulation 
models for coal loading cycles between 
LBC and the Pier and helped Railway op- 
erations run four test loading trials. The 
fourth time resulted in a 29,000 tonne cargo 
being loaded in 25 hours. Industrial Engi- 
neering also developed longwall simula- 
tion models capable of integrating drivage 
rates and geological data to forecast ton- 
nages and expected ash and sulphur con- 
tent. 


Process Control and Technology under- 
took research into areas related to bacte- 
rial oxidation of methane. Other projects 
Capturing their efforts were freeze condi- 
tioning agents for winter coal shipments; 
control of acid mine drainage and deter- 
mination of water content in coal stock- 
piles. A Coal Recovery Performance 
indicator was developed and put in place 
at V.J. Coal Preparation Plant. A study 
was begun with Nova Scotia Power 
Corporation on the possibility of using mine 
methane in the Lingan Generating 
Station. 


Marketing Department coal sales for 1989/ 
90 reached 3.7 million tonnes of which 
1.3 million were exported, a record for the 
Corporation. Despite growth in export 
sales, Nova Scotia Power Corporation 
remains by far CBDC’s largest customer, 
purchasing 2.3 million tonnes for the year. 


With export sales at record levels, 49 
vessels were loaded at the International 
Pier despite the strike early in the year by 
Railway employees and extensive dam- 
age to the loading boom in November, 
1989. Though there have been improve- 
ments at the Pier, future large shipments 
will be constrained by the aging, outdated 


equipment and the Corporation’s inability 
to load larger, deeper draft vessels be- 
cause of the shallowness of the harbour. 
Efforts are being made to overcome these 
problems. 


The international marketplace for coal 
strengthened during the past year and 
prices slowly continued to improve. Cape 
Breton coal is well received off-shore and 
continues to find new customers. The 
problem of high sulphur coal has been 
addressed by off-shore customers through 
continued installation of new thermal scrub- 
bers, desulphurization technologies and 
the blending of various quality coals. 


The domestic market will present chal- 
lenges in the years ahead because of 
growing concerns over burning high 
sulphur coal. The use of fluidized bed 
technology at NSPC’s proposed Pt. Aconi 
generating station is a positive example 
of what is needed to secure future, long- 
term domestic markets for CBDC’s high 
sulphur coal. Also, meetings have been 
held with New Brunswick Power and, with 
the installation of scrubbers on their new 
Belldune Plant, purchase of CBDC coal is 
now possible. 


Human Resources negotiators, after diffi- 
cult and protracted talks with three un- 
ions and a strike by a fourth (the Interna- 
tional Association of Machinists and Aero- 
space Workers-IAM), agreed to four long- 
term contracts. With these longer than 
usual agreements, the Corporation has a 
firm handle on its labour costs for the next 
three years. Additionally, the longer term 
should help build a more positive rela- 
tionship with the workforce. Both the un- 
ions and the Corporation can hopefully 
enter the next round of negotiations with 
a spirit of understanding and cooperation 
and leave behind the confrontational stance 
associated with past negotiations. 


The strike by the IAM began January 1989 
and ended April 13, 1989 - 13 days into 
1989/90 fiscal year. The term of the IAM 
agreement is 39 months, expiring March 
Sly 1992: 


During the IAM strike bargaining with the 
three remaining unions was suspended 
but resumed in May. Memorandums of 
Agreement were signed before the end of 
1989 and all three agreements were rati- 
fied by mid-January 1990. All are for four 
years, dating from December 31, 1988, 
when the previous contracts expired, to 
December 31, 1992. 


Manpower reductions continued in 1989/ 
90 mostly by retirements and the intro- 
duction of a voluntary early retirement in- 
centive program for older workers. It was 
made available to both salaried and un- 
ionized employees. The workforce was 
2983 at the end of the fiscal year. 


The Functional Systems Training program, 
introduced in 1987/88, continued to be 
the Corporation’s primary training vehicle 
during the year. So far, 782 employees 
at Six Operating sites have participated in 
the program. Statutory training for under- 
ground supervisors, mechanics and elec- 
tricians was also a high priority of the Train- 
ing Department. 


More steps were taken in 1989/90 to re- 
duce absenteeism. Among them were 
greater efforts to reduce the cause of ac- 
cidents through improved physical condi- 
tions, better housekeeping and the imme- 
diate investigation of accidents along with 
necessary corrective action. There also 
was prompt examination of workers off 
due to injury and a return-to-modified-duty 
program. These steps have benefited both 
the employees and the Corporation. 


The Corporation retained its 3-Star rating 


under the Management Safety Audit Sys- 
tem. Across-the-board safety statistics 
showed improvement over the previous 
year. The frequency rate was better by 
12 percent and the severity rate reduced 
by an almost equal amount. 


As part of the Occupational Health pro- 
gram, 2,300 employees were trained in 
the Workplace Hazardous Materials Infor- 
mation System (WHMIS). The Employee 
Assistance Program (EAP) continued to 
provide confidential help to employees and 
family members. 


Corporate Affairs continued to improve its 
internal and external communications in 
1989/90. The regular Stewardship Report 
from Management has gained wide ac- 
ceptance among employees. The report 
provides up-to-date production numbers 
from the collieries and Victoria Junction 
and discusses corporate achievements 
and weak areas such as absenteeism. 
There are also growing indications of 
greater public acceptance in Cape Breton 
of the Corporation’s goals and what it must 
do to achieve them. 


ACCIDENT FREQUENCY RATE 


(accidents per million manhours) 


DISTRIBUTION OF SALES 


(Millions of Tonnes) 


1985/8S 1986/87 1987/88 1988/89 1989/90 


LEGEND 


NSPC NANA EXPORT VW/] OTHERS —— 


CAPITAL EXPENDITURES 


(Millions of Dollars) 


OPERATIONS | 


ABSENTEEISM PERCENTAGE 


(Calendar Year) 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Cape Breton Development Corporation and all informa- 
tion in this report are the responsibility of management and have been approved by the Board of 
Directors. The financial statements include some amounts that are necessarily based on management's 
best estimates and judgement. 


The financial statements have been prepared by management in accordance with generally accepted 
accounting principles. Financial information presented elsewhere in the annual report is consistent with 
that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and proper records are maintained 
in accordance with the Financial Administration Act and regulations as well as the Cape Breton Develop- 
ment Corporation Act and by-laws of the Corporation. The system of internal controls is augmented by 
internal audit which conducts periodic reviews of different aspects of the Corporation’s operations. In 
addition, the internal and external auditors have free access to the audit committee of the Board, which 
oversees management's responsibilities for maintaining adequate control systems and the quality of 
financial reporting. 


These financial statements have been independently examined by the Corporation’s auditor, the Auditor 
General of Canada, and his report is included herein. 


COAL DIVISION - FIVE YEAR STATISTICAL SUMMARY 
For The Year Ended March 31 


1986 1987 1988 1989 1990 


Number of Employees 3,580 S\65i 3,435 SSOi 2,983 
Financial 

(millions of dollars) 

Revenues 187s 163.8" (204.8 190.7 228.2 
Expenditures 198 Ome OleS 206.5 220.4 237.6 
Losses 16.9 ie haz 29.7 9.4 
Capital Expenditures 93,7 154:6 70.1 29.3 13.6 


Sales Breakdown 
(000s tonnes) 


NSPC 1,868 1,978 2,045 ley 2,306 
Export 552 500 670 1,024 Wachlss 
Other Domestic PATE 230 292 213 105 
Total Sales 2,637 2,708 3,007 2,988 3,726 


Salesable Production 
(000s tonnes) 


High Grade 427 495 919 781 670 
Thermal 2,006 239 2385 2,188 2,862 
Total Production 2,433 2,634 3,304 2,909. 3,532 


Salesable Output per Manshift 
(tonnes) 5.9 6.2 Was} 8.0 8.8 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Industry, Science and Technology 


| have examined the balance sheet of the Cape Breton Development Corporation as at 
March 31, 1990 and the related statements of equity, income and changes in financial 
position for the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other 
procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position the Corpo- 
ration as at March 31, 1990 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice 
during my examination of the financial statements have, in all significant respects, been 
in accordance with Part X of the Financial Administration Act and regulations, the Cape 
Breton Development Corporation Act and the by-laws of the Corporation. 


Ottawa, Canada Kenneth M. Dye, F.C.A. 
June 1, 1990 Auditor General of Canada 


CAPE BRETON DEVELOPMENT CORPORATION 


BALANCE SHEET 
AS AT MARCH 31, 1990 


(in thousands of dollars) 


ASSETS 1990 1989 
Current 
Cash $ 3,593 $ 6,367 
Accounts receivable (Note 3) 24,438 7,863 
Inventories 
Coal 20,299 34,599 
Operating materials and supplies 15,797 22,998 
Prepaid expenses 77 304 
64,204 f2.131 
Fixed (Note 4) 411,115 461,890 
$475,319 $534,021 
LIABILITIES 
Current 
Accounts payable - trade $ 12,736 $ 8,005 
Accrued wages and vacation pay 12,868 11,905 
Accrued charges 3,387 3,239 
Employees’ deductions 6,395 8,019 
Due to Government of Canada 
- Working capital advances 7,037 41,000 
‘- Other 3,750 12,900 
46,173 85,068 
EQUITY 
Equity of Canada 429,146 448,953 
$475,319 $534,021 


Commitments (Note 5) 
Contingent Liabilities and Claims (Note 6) 


On Behalf of the Board 


ee : Director 
WE fhoa~ 


Director 
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CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1990 
(in thousands of dollars) 


990 
Balance at beginning of year $448,953 
Ada: 
Payments by Canada in respect of mining 
losses - Vote 36B 
- current year 9,396 
- prior year 29,693 
Payments by Canada in respect of 
Capital expenditures - Vote 35 
(1989 - Vote 30) 14,874 
502,916 
Deduct: 
Net mining losses for Parliamentary 
appropriation (Note 2a) 9, 396 
Depreciation 64, 374 
__ 73,770 
Balance at end of year $429,146 
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1989 
$518,175 


28,000 


946,175 


29,693 
_ 67,529 
97,222 


$448,953 


CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF INCOME 


FOR THE YEAR ENDED MARCH 31, 1990 


(in thousands of dollars) 


Revenue 
Coal sales 
Less: External selling expense 


Outside railway revenue 
Operating revenue 


Operating expenses 
Wages and salaries 
Employee benefits 
Workers’ compensation 
Materials and supplies 
Repair materials 
Electric power 
Grants in lieu of taxes 
Royalties 
Hired heavy equipment 
Other expenses 
Purchased and capital coal 
Depreciation 


(Increase) decrease in coal inventory 


Total operating expenses 


Excess of operating expenses over 
operating revenue 


Pensions 

Pre-retirement leave 

Early retirement incentive 
Interest and other income 


Mining losses for the year 


Deduct: 
Depreciation not deductible in 
determining net mining losses 


Net mining losses for Parliamentary 
appropriation 
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1990 


$232,906 
8,052 
224,854 
3,376 
228,230 


101,567 
11,285 
13,539 
30,551 
13,194 

8,005 
3,844 
987 
8,150 
6,882 
8,207 
64,374 
14,299 


284,884 


56,654 


14,805 
2,562 
1,881 

(20132) 


73,770 


1989 
$195,166 
7,678 
187,488 
3,224 
190,712 


94,390 
12,124 
15,311 
25,898 
15,162 
7,735 
3,929 
807 
5,763 
10,462 
8,032 
67,529 
(510) 


CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1990 


(in thousands of dollars) 


Cash from (for) operating activities 
Net mining losses 


Net decrease in non-cash operating 
working capital * 


Cash from (for) financing activities 
Payments by Canada 
- In respect of mining losses 
- In respect of capital expenditures 
- Increase (decrease) in repayable 
working capital advances 


Cash from (for) investing activities 
Purchase of fixed assets 
Proceeds from sale of fixed assets 


Increase (decrease) in cash 
Cash at beginning of year 
Cash at end of year 


(Increase) decrease in non-cash operating 
working capital * 
Accounts receivable 
Coal inventory 
Material inventory 
Prepaid expenses 
Accounts payable - trade 
Accrued wages and vacation pay 
Accrued charges 
Due to Government of Canada - other 
Employees’ deductions 


1990 


($ 9,396) 


221 


( 9,175) 


39,089 
14,874 


(_33,963) 
20,000 


(13,813) 
214 


(13,599) 
( 2,774) 
__ 6,367 


$ 3,593 


($16,575) 
14,300 


1989 


($29,693) 


28,000 
197031 
47,081 


(29,433) 
157 


$ 17,023 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1990 


1. Authority and Objectives 


The Corporation was established in 1967 for the purpose of reorganizing and 
rehabilitating the coal industry on Cape Breton Island, pursuant to the Cape 
Breton Development Corporation Act. Its current corporate goal is to be a 
dependable supplier of quality coal and related energy products by operating a 
safe, commercially viable corporation which will provide a positive working 
environment through efficient and effective utilization of human, physical and 
technical resources. 


Pursuant to the Government Organization Act, Atlantic Canada, 1987 as 
proclaimed on December 1, 1988, the Cape Breton Development Corporation 
Act was amended to allow for the continuation of the former Industrial 


Development Division of the Corporation as the Enterprise Cape Breton 
Corporation. 


2. Summary of Significant Accounting Policies 
a) Financing 


The Corporation, an agent of Her Majesty, is listed as a Schedule Ill, Part |, 
corporation for purpose of the Financial Administration Act. The Corporation 
receives Parliamentary appropriations for capital expenditure and operating 
loss purposes as well as advances from the Government of Canada for 
working capital purposes on such terms as may be agreed upon, as provided 
for in the Cape Breton Development Corporation Act. Parliamentary 
appropriations are reflected in the Statement of Equity as requisitioned by the 
Corporation. Treasury Board has indicated that depreciation should not be 
provided in determining mining losses for Parliamentary appropriation. 


Accordingly, the depreciation provision has been eliminated in arriving at this 
amount. 


b) Inventories 


Inventories are valued at the lower of cost and net realizable value. 


c) Fixed Assets 


Fixed assets are stated at cost. The Corporation has provided depreciation on 
its fixed assets based on their estimated useful lives. 


d) Foreign Currency Translation 


Monetary assets and liabilities are translated at exchange rates in effect at the 
balance sheet date. Revenue and expenses are translated at the rate of 
exchange prevailing on the transaction date. The resulting foreign currency 
translation gains and losses are included in the results of operations. 
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CAPE BRETON DEVELOPMENT CORPORATION 


Notes to the Financial Statements - Cont’d 
March 31, 1990 


2. Summary of Significant Accounting Policies - Cont'd. 
e) Pensions 


Pension expense each year is comprised of a current and a past service cost. 
The past service cost, which represents an allocation of the unfunded 
obligation, is being amortized at the rate it is being funded. The Corporation is 
of the opinion that this is the most appropriate method since it provides for a 
systematic manner of amortization which conforms to the Corporation’s overall 
funding by the Government of Canada. 


f) Workers' Compensation 
In accordance with the Government Employees’ Compensation Act, the 
Corporation reimburses Labour Canada for current payments for workers’ 
compensation billed by the Workers’ Compensation Board of the Province of 
Nova Scotia. 


3. Accounts Receivable 


(in thousands of dollars) 1990 1989 
Trade $ 23,948 SuOs1e 
Employees 845 1,695 

24,793 8,013 

Less: Allowance for doubtful 
accounts 355 150 
$ 24,438 $07,303 


4. Fixed Assets 


(in thousands of dollars) 1990 1989 
Lingan Colliery $175,560 $173,844 
Prince Colliery 113,080 109,398 
Phalen Colliery 205,945 200,576 
Donkin - Morien Development 
Project 80,679 80,679 
Coal Preparation Plant 91,803 91,358 
Devco Railway 78,861 77,941 
Carbogel 8,206 7,919 
Other fixed assets 41,809 41,029 
795,943 782,344 
Accumulated depreciation 384,828 320,454 
$411,115 $461,890 


Ws 


Cape Breton Development Corporation 


Notes to Financial Statements — Cont'd. 
March 31, 1990 


4. Fixed Assets — Cont'd. 


Included in fixed assets above is $80,678,573 of cumulative costs to March 
31, 1990 on the Donkin - Morien Development Project. The Corporation 
has provided for depreciation of $39,605,207 against this project to date. 
The 1990/91 to 1994/95 Corporate Plan, as approved by Governor-in- 
Council, does not provide for development of this project over the next five 
years. Additional development costs will be required to bring the Project 
into commercial production. 


Also included in fixed assets above are $175,559,760 of cumulative costs to 
March 31, 1990 on the Lingan Colliery. The Corporation is converting this 
Colliery to pillarless retreat mining and the performance during the 
conversion will determine its future. Depreciation to date, amounting to 
$131,164,734 has been provided at normal Corporation rates. 


5. Commitments 


a) Commitments on capital projects include the following: 


Approximately $1,800,000 for underground mining equipment. 
Approximately $150,000 for other facilities. 


The Corporation leases the General Mining Building which houses its 
administrative offices. The lease is for a 20 year period which commenced 
June, 1984. The annual lease payments fluctuate with changes in the 
lessor’s mortgage interest rates. Current lease payments are $1,370,000 
per annum at an interest rate of 11.75%. 


6. Contingent Liabilities and Claims 


a) 


Legal Matters 

The Corporation is subject to a claim and several actions totalling 
approximately $3.3 million. The Corporation intends to oppose these 
matters in their entirety. 


Insurance 


The Corporation self insures against the potential loss of underground 
assets and for a portion of its liability insurance. 


7. Long-Term Agreement 


The Corporation has signed an agreement with the Nova Scotia Power 
Corporation which calls for the delivery of a substantial portion of the 
Corporation’s coal production to the Power Corporation. The agreement 
expires in the year 2010. 


18 


Cape Breton Development Corporation 


Notes to Financial Statements — Cont'd. 
March 31, 1990 


8. Pensions 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan, a 
defined benefit plan, as at December 31, 1988, indicated an unfunded actuarial 
liability of $69,009,000 (assets of $99,772,000 and liabilities of $168,781 ,000). 
The minimum annual amount required for past and current service, including 
pension payments, will be approximately $14,390,000 in each year from 1990 to 
1992, $6,116,000 from 1993 to 2000 and $4,311,000 from 2001 to 2004. The 
Corporation has expensed pension payments of $14,805,000 for the year. 


An actuarial valuation of the Corporation’s Contributory Pension Plan, a defined 
benefit plan, as at December 31, 1987, indicated a final surplus of $3,095,000 
(assets of $21,765,000 and liabilities of $18,670,000). Required Corporation 
payments in respect of current service costs are funded each year and amounted 
to approximately $880,000 expensed for the year ended March 31, 1990. 


9. Income Taxes 
The Corporation is subject to the provisions of the Income Tax Act. 


During the year the Corporation was reassessed by Revenue Canada, Taxation 
for the years 1983 - 1989. The reassessment treats funding provided by the 
Government of Canada as government assistance for operating and capital 
purposes. It is the Corporation’s intention to oppose this position to the fullest. 
The outcome of this matter is not determinable at this time and therefore no 
adjustment has been reflected in these financial statements. 


10. Comparative Figures 


Certain of the comparative figures have been reclassified to conform to the 
presentation adopted for the current year. 


CORPORATE DIRECTORY 


BOARD OF DIRECTORS 


Chairman of the Board 
John E. Terry, P. Eng. 
Sydney, Nova Scotia 


Michael J. Cochrane 
Toronto, Ontario 


John Bardswich 
Sydney Mines, Nova Scotia 


Ernest A. Boutilier 
Coxheath, Nova Scotia 


Dr. J. C. Callaghan 
Halifax, Nova Scotia 


Ms. Annette Verschuren 
Montreal, Quebec 


Mr. Larry Hood, C.A. 
Halifax, Nova Scotia 


The Corporation's Headquarters is in the General 
Mining Building, 95 Union Street, Glace Bay, 
Nova Scotia 


Mailing Address: 

P.O. Box 2500 

Sydney, Nova Scotia 
B1P 6K9 

Telefax: (902) 564-2589 


\ 
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OFFICERS OF THE 
CORPORATION 


Ernest A. Boutilier 
President 


Robert Cooper 
Vice-President Operations 


Merrill Buchanan 
Vice-President Finance 


Ronald P. Nicholson 
Vice-President Environment & Technical Services 


Walter MacKenzie 
Vice-President Human Resources 


Keith Crocker 
Legal Counsel & Corporate Secretary 
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